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The Position of the Construction Industry

Frepagsd I the Consiruction BEconomice 3ecrlsn, Marketm Reasarch Dividoi

DURINE tha past 3 yenrs there have bean important
going in eonstruction aectivity snd the improve-
ment onrried ferward through the first quartar of 1927,
The expinsion in 1934 was due almost entirely to
inorenses in public cobstruction resuiting from funds
supplied by the Faderal Governmant—largely loans
aad grants by the Public Works Adminjstration. In
1935 public comstruection changed only slightly whila
private work incrensad snbstantially, particolorly in
residenéinl building. In 1936 further increases in both
private and public work resulied in & volume of con-
stewntion for the year, approximsting three-fourths of
the averags annual volume during the period from 1020
to 1930. The trends in public, private, and total con-
struction activity since 1923 are indicated by figura 1.
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The varations in the amount of eonstruction expendi-
turea, which are diecussed briefly in the Iollowing para-
grapha, are of major significence becanss of the large
number of persons employed diractly nnd indirectly by
conetruction, ond olso because of the offest of the
gxpansion or curtailment of such activity upon general
purchasing power. Outlays for durable goods may be
expanded or coniracted over long perivds to a degres
imposaibla in the tase of nondurable goods sush nz food
end elathing,

Realdential Buitding.

Orverloag pariods of time residential building averages
ong-fourth to ona-third of the total valumes of construe-
tion, but the proportion has been much less than this
figure in recent years. The nwmber of fomily units

built during the pericd {rom 1020 to 1930 wns approxi-
mataly 700,000 sxmuonslly in urban and reral nonfarm
areaz, Ths total dollar volume of resideniinl work,
inchuding alterations, ¥apairs, and maintenanes, for the
same period aversged batween 2 ond £ billions of dollars
snnuzlly. In 1932 and 1934 the number of new nrnits
built declined to approrimately 60,000 annuslly, con-
siderably lees than the eatimnted requirements for re-
placements. As indientad in fignre 2, this number has
gradually incrensed during the past 2 years and mny be
estimnated for 1636 to hava been approximstely 250,000
units. The expenditure for residanéial building, in-
rluding nlterntions, repairs, and maintencnee, ng well
as naw congtruetion in 1936, wos probabiy in axcess of
1% billiens of dollars,
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The rent ihdex in figure 2 js somputed by the National
Induetrinl Confarence Board on the basis of month-to-
montb changes in new rentals, ot present in 173 cities,
and iz particularly responsiva to rent chonges. Thia
indsx renched & low point in Janvary 1824 and ]:um haen
rising steadily during the past 3 yenrs.

Vacancy atatietics, which are also an lmpur’mnt ea8.
ure of the residantial market, begay to racord improve-
ment somewhat earlier than rents. In 1032 cies
in mony cities were ns mnch as 8 pereent of the total
number of dwelling units. This rate haa been steadily
declining, and in the latter part of 1036 waz very low.
The results of atudies mede in the fall and winter of
1936-37 ars now available for sevaral citiea, These
atudiea indicate substuntinl redustions irom the preced-
ing year. For nll types of dwelling wnita pareentage
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vaconcies, for exampls, in Denver deckined duzing the
past year from 1.8 {o 1 percent, in Cleveland from 3
to 1.8 pareent, in Seattle from 2.1 eent to 1.7 percent,
sad jn Columbus from 2.7 te L7 percent. These
changes are not unwsunl but are typical of the recent
developments throughout the eountry, Ae a regult of

™. this inczensed demand o housing shortage is in prospect

in many eitieg.

The presgent period of aetive Jemand for honwing i
in thet respact similar to the yesre from 1919 through
1923. During the earlier period inecrensea in interest
roted and consiruction costs to hixh lowsls, 2z may be
observad in figure 2, were accompanied by & curtsil-
ment of residentinl bwlding. The trands in 1920 rnd
1021 should be noted particolorly in this connection.
Commercial Buitding.

Commeyaial building improved siightly in 1834 and
1935 end advanced somewhat mors rapidly in 1936,
The goin in this type of construction in 1936 over tha
preceding year, ncecording to the F. W. Dodge Coarpora-
tion datn covering 37 States, waz over 50 percent.
Commearcial building, however, is gtill at comparatively
low levels, 27 porcent of the 1926 value, nnd vacanciea
are still high, 205 percent in Jaouory 1937, acoording
to the reporte of the National Associntion of Budlding
Owpers ahd Monagers covering more than 2,000 bhuild-
ings in 90 cities, The corrasponding vaconey in 1924
to 1927 was approximetely 9 percent; during thia period
commercizl building was very astive.

Factocy Conatruction.

Factory building reached 1t~s low in 1922 at 9 percent
of the 1926 value, according to the Dodge Corporation
reports. The percendagre increnze in 1933 was large
but this type of construction showed o slight decline in
1934 nnd no furthar important increases vntil 1938, in
whick vear the Dodga fieures indicated thes factory
building comntracts were 82 percent larger than in the
precadiog year. In spite of these advnnnes, the total
dollar volume of factory construction in 1986 was Glﬂ]l’
42 parcent of tha 19246 nverage.
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Educational Building,

Public construction netivity for the most part expe-
enced & much smaller desline during the depression
years than did privete work, Educational building,
bhowever, although predominantly publie, suffered o
savers reaction in volwma during 1032 and 1933, reach-
ing & low in 1923 of 10.5 percent of the 1026 dollar
tatal, acoording ts the F. W. Dodge Corporntion statie-
ties. Tublic Works Administration fundsin the 3 years
following wers responzible for o considerable ravival in
this type of construstion. In spite of these gains,
contracts pworded for educationsl buildings were
sligh€ly less in 1936 than in 1931 and wera far short of
the volume required to meet current needs. Tha in-
czonsed reaponsibilities of eduontionsl institutions result-
ing from a largpar number of children of echool nge thon
ot sny previous period in our history, ns well as from
& prolonged period of esrly oducntion snd inersasing
adult education, hnve gresily incrensed educational

‘huilding and other equipment neads which have not

bean met aven with the incressed astivity of the past 3
FenTs.
PFoblc Utllity and Public Works Conatrisction.

Taotal publio wtility sonstruction of all types, ineluding
raticoad, telephone, telegraph, and electric light ond
power coustruction, as well ns wnterworks which are
included in this eategory hy the IF. W, Dodge Corpora-
tion, wng, in 1936, approximately 36 parcont of tha 1924
avetnge, The two mmajor itama which Teprezent the
Torgest paré of the totals for utility conetruction ars
eleatric light snd power plants and railroad conetruction
{including troneportation terminals), In each of fthesa
sittegorias there wos a substantial inerease in the doliar
valos of conirpets swarded in 1836 over the preceding
year; light ond powser piants having mors than donbled
gnd roilrond sonstruction of all types hoving inereased
mors than 80 parcent. The outlays for electric lipht
and power plants and dlstnbuhng gystems, olthough
showing this atriliing incresse in 1936 over the precading
yenr, ara atill at jow lavels, approximsately 23 percent of
the figure for 1924, which was o year of full octivity,
although considerably lower than the peak yoms of
1924 and 1930. The production of elecirical energy, on
iTe other hond, declinad only moderately from 1980 to
1932 ond ot the present &me is increasing rapidly.
In 193§ it wna jorger dhan in any previcus year. _

As ie well known the total volume of public construc-
tion has bean mainteized during the years from 1931 to
date te & much larger degrea than has private work.
This i true in spite of the fzct that the outlays of
municipalifies for construction declined greatly during
the yeors from 1831 40 1833,

Tatol cutlays of municipalities for all purposes, as
measured by tha reporta to the Buresu of she Census
from 146 cities, declined praduslly from the pesk in
1926 to 143¢, then decressed very sharply to 1933, in
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whish year the totcel was approximately ane-third of tha
1930 volume, This deeling hos not besn dua to any
gubstontial decrense in the net revenues rensipts of
municipnlities buté rather to the proportion of the re-
ceipts devoted to permanent outlays. As & motier of
foet the revenne receipis for the 146 cities juat mentionad
wers in 1931 slightly in exrass of those for 1930 and
have been maintaimed at fnirfy high levels during
subseguent years, In the paet raunicipal eonstruetion
has usually constituted spproximately one-half of the
total of public congtruction. The sharp decline in this
type of wark from 1930 to 1833 hos been offsst in part
by Federut Government construction.

In 1940 and 1931 public building was especially large.
During the past 3 years there hss been a substantinl
incranse in the consiruction of highways, grade crossing
eliminations, eewerage eystems, dems for flood control,
watar supply systems, tnd gorernmental powar plants
and distributing syatems. The two types of work which
have been undertaken in the largest voluine are sirsets
and roods, apd sewers ond water works.

In 1936 ithe velua of eontrecis awarded for the con-
struction of steeta and ronds, as reported by the En~
gineering News-Record, was nearly 50 percent grenter
- then during 1336 and wis approximately equal to the
1926 level for this type of work. Sewers and wa-
terworks ezperienced a meodernte incrense in 1938
over 1935 and appanr 0 have been somawhat higher in
the former year than in 1928, It shouwld be observed,
however, thot both population and public responsibili-
tiea for the consiruction 2nd maintenance of works of
various kinds for public use have substantiaflly increnssd
during the past decads, azd that 1926 should be con-
sidered only as 2 baas for relative comparison rather
then as hnving been a year of normal netivity,
Clonetroctlon Coste, Meteclal Fricts, and Wagda Ratea.

Construction ¢osts appear t0 hova misen ropidly in
the fzll of 1933 from the low lovels of 1832 and early
1833. They were then Iairly steedy during 1984, 1935,
and the enrly part of 1836, During the last few months
of 1938, howaver, costa of all mnjor elements of con-
siruction advanced, The wholesale prices of building
materials, 08 reported by the Burean of Labor Statis-
tics, incrensed irom 55.3 percent of the 1926 averngs in
June to #9.5 percent in December 1936, Wage rates
of both skilled and unskilled labor reporiad to the
Engineering News-Record as actunlly paid by contrae-
tors In 20 cities, olso rose zppreciably, the latter to
slighily above predepression levels. 'These movements
ars shown in fzure 3.

Actual construction ¢osts imelude mony other items
in addition to those shown in figure &, such as the
current ohaTges on equipment, insurance, general
overhead, and contractors’ profite. The cost of ma-
terinls plus labor, however, reptesents somewhat more
than 80 percent of the total cost of most types of con-
straetion and wenally dominatea the year-fo-year
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changes. TImprovements in techuical methods also
affeet important long-time trends in construction costd.
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Fljura 3 —Sklilsd Labar Wagde Hates, Comnion Labor Welke Races, and
Buddhtd Materinl Priced, 191516 (Skillnl end Comenan Lakor Wine
Bater, Engttesiiog Nawa-Record [ and Butlding Muterial Pricos, Uadted
Siatws Dopartaway of Lakyr.)

Improved methods of congtruction havs in the post
tended G0 some exitent to offsat the increnses in the
busic costs of maieriala plus [abor, Thizs hos boeen
expecielly true in the construction of highways, levees,
dams, ond similar earth-handling projects, and hna
mnde possible many public works which could havdly
bave been voderiaken without modern mechamienl
equipment. There has haen some prospect that similar
technical developments inight infiuence residentiaf
building and thus offset the present upward trend in
bozic costs. Comsiderable experimentation was under-
taken in 1935 end 1936 snd some progress made,
Restdentinl bulding costa, howaver, have ot thos far

‘becn grently affected by technical factors tending to

recent months,
Recont Changes in Contracts and Coats.

Jn the opening quorter of 1937, severs]l important
developmenta in the construction field have occurred,
notably a rapid ndvance in privete construction nnd o
further shaip increase in construction costs. The first
2 months of 1987 showed an incrense in private con-
struetion of 98 percent over the corresponding 2 montha
of 1936, according to the reporis of contracts awarded
by the F. W. Dodge Corporaiion covering 37 Eastern
States, Fectory building recorded a particularly large
gain—120 percent—and residentinl contrects more $han
deubled. Contracte for commercial buildings alse
ingrensed substantially, although not so conspicucusly
as did those for factory ond residential boilding.
Public worke eontracts on the contcary declined 29
percend for the first 2 montha of 1957 aa compared with
the corresponding period of 1936, In February they
were vilued at slighfly more then 327,000,000 which
was lower then in any month since the summer of 1933,
with the sxception of February and Moy 1835, Public

lowest costs nud consequently have msen mpldljr in



- B T e e e S

ErgEEZEEEER

L
W7

i
L

ienih-
Iy ev-

 April 1987

Ty
TH

IREAsREaNEE
Foozedussing

oo efeh ol el eloll vk el

M ED e

F- 3
]

SBEEEEEIREES
e i bl ]

ey oy . . e ks s ey -8 P

| | sk

3IE2RBIITIES
CEEEEEEEL R R

Thowmnds of dollars
B

54,028 | 141,118

i,
" e, | 149,738 Em.m 641

on eonstruotion and renl

faidesd snAndARRAEN B
—_— e e
$EERN3S SEESRORESEER 22

e T L e L

P

Hw!-'h—l
10

Iy v
.|
101 5=

S3PEEST AFEPEERSRIR: 32
FRa=T" gddadgsoddad 82

ol ik |ands o
ba

M. | Fhows, | Then-

it
b, | bt

ZRARECIERNEE mm

" e e ol

The cmrrent stotiebies
Beikiog-munlerinl shlamen bt

tabla 2,

importans adverce effects upon some types of construc-

March 1, 1937, being 110 percent of the 1926 average,
oo aotivity.

the past 2 months, common labor wege rates ss of

n

ERZESEERRIRR |
dfga-ndunges &

Tt e e o e P

ticulerly in | as setoslly paid have sleo inoreased charply during

et o A -

fgd=gn dizFogEgnay g

mm BADErTS SamDDS R

Rfdsivred idgudnrdyds gy

News-Racord
Tabds 2 ~Bullding Waterialy, Canatroction, ang Beal Extatn

d wage rotes have | and akilled labor rates, 93 percent of the 1926 average.

SURVEY OF OUREENT BUSINESS

oaina, par

ngineering

L

PRICGES 0
Ceartruckion contmott 2w

ok S O e SO MR S

grEd==d gidupErgsrdd gg

M-
llpns of
dha¥lara

od/ated for sa0s0onal FaElathoD,

Segwind JeddsdEXgang 29 :
—_— - .

35AR%sR IEESRSSSRAR 38

2OnAT
Ft

™It
Hone ot

M-
]éﬂau ol
[ ]
of 7aking
L r]
[

TESREES RRoRIAESISAC oF m_n.

RS TneTS ISl ninfof s oS

Wi
ber ol
[k

BEIRRTTR STV-SEsEsn¥s 93 | 3§Ef

Moninly
10 e
1
&

1986. The index of wholesale prices of building
materiols, as reported by the Bureau of Eabor Statistins,

Both building material
risen even more repidly so far this year than they did | A rapid and susteined riss in costs might very well have

middle of Morch 1337. Both skillad and common Jabor | astate usally presented in the tabls on p. 9 are given
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